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STOCKTON FARMER SENTENCED TO 2.5 YEARS IN PRISON FOR CROP 

INSURANCE FRAUD 

SACRAMENTO, Calif. — United States Attorney Benjamin B. Wagner announced that 
today United States District Judge John A. Mendez sentenced Gregory Peter Torlai, Jr., 49, of 
Stockton, to two and a half years in prison, three years of supervised release, and a $10,000 fine 
for filing false claims for crop insurance benefits. Torlai was also ordered to pay $21 1,516 in 
restitution. 



On February 10, 201 1, after an 1 1-day trial, a federal jury found Torlai guilty of 16 counts 
of submitting fraudulent statements in insurance applications for crops in San Joaquin, Contra 
Costa, and Lassen Counties. 

In sentencing Torlai, Judge Mendez said that the sentence was designed to "send a 
message to others who are thinking of committing similar crimes." In response to Torlai' s 
arguments that he should receive a significantly reduced sentence of only one year and one day 
because, in part, he had agreed to pay a fine to the United States, Judge Mendez told the 
defendant that a lengthier prison term was necessary because his sentence should cost him "not 
just financially." 

According to evidence presented in trial, between 2000 and 2005, Torlai filed claims for 
crop insurance benefits totaling approximately $340,000 and made false statements about the 
extent of his ownership interest in various farming operations and the types and number of acres 
of crops planted. He even submitted falsified seed receipts in support of his insurance claims. 
The false statements affected policies issued by reinsurance companies with which the Federal 
Crop Insurance Corporation (FCIC) contracts. 

The FCIC is an agency of the USDA created by the Federal Crop Insurance Act (FCIA) 
for the purpose of providing government insurance against unavoidable crop losses. As a result 
of his false claims, Torlai received nearly $141,000 in crop insurance payments to which he was 
not entitled. He also filed fraudulent claims in an attempt to receive approximately $200,000 
more in fraudulent crop insurance payments. 

This case was the product of an extensive investigation by the United States Department 
of Agriculture, Office of the Inspector General, the USDA Risk Management Agency-Special 
Investigations Branch, and the Office of Strategic Data Acquisition & Analysis. Assistant United 
States Attorneys Kyle Reardon and Michael Anderson prosecuted the case. 
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IN THE UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF CALIFORNIA 



UNITED STATES, 



Plaintiff, 



v . 



GREGORY PETER TORLAI , 

Defendants . 



CASE No. 2:08-CR-0329 JAM 



SUPPLEMENTAL SENTENCING MEMORANDUM 

Date: Wednesday, July 6, 2011 

Time: 10:00 a.m. 

Court: Hon. John A. Mendez 



The United States of America, by and through the undersigned 
attorneys, respectfully submits this Supplemental Sentencing 
Memorandum. This memorandum is provided in order to address issues 
raised during the original sentencing proceeding on June 21, 2011. 
For the reasons stated in its original sentencing memorandum, the 
United States continues to recommend a sentence of 48-months 
imprisonment, a three-year term of supervised release, a $176,000 
fine, and restitution in the amount of $211,516. C.R. 115. 

1 . Evidence of the Government ' s Alleged Loss Amount Was Previously 
Provided to the Defendant in Discovery. 

At sentencing, defense counsel stated that the government's loss 
estimates had not been previously disclosed. This assertion is 
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false. As demonstrated by the markings affixed to the documents in 
Attachment A (Supplemental) , each of the supporting documents used 
by the United States to calculate the total indemnity, premium 
subsidy, and administrative and operating expenses were either 
introduced as trial exhibits, part of government discovery, defense 
exhibits, or publically-available documents. 1 There is no new 
information that the United States seeks to admit through its 
witness at sentencing. 

2 . Loss Calculations for Sentencing Purposes Do Not Include 
Interest . 

Pursuant to the sentencing guidelines, loss does not include 
"interest of any kind[.]" USSG § 2B1.1, Application Note 3(D) (i). 2 



In addition to being provided in discovery, the documents in 
Attachment A were provided to defense counsel following the original 
sentencing hearing on June 21, 2011. 

Interest on restitution is permitted. See United States v. Gordon , 
393 F.3d 1044, 1059 (9th Cir. 2004); see also United States v. 
Patty , 992 F.2d 1045, 1050 (10th Cir. 1993) . This is true even 
when the victim is a government agency. See United States v. 
Smith , 944 F.2d 918, 626 (9th Cir. 1991) (upholding prejudgment 
interest in the restitution ordered to the Federal Savings and Loan 
Insurance Corporation) ; see also Government of Virgin Islands v. 
Davis , 43 F.3d 41, 47 (3d Cir. 1994) (upholding prejudgment interest 
in restitution award to United States Attorney's Office) . 
Prejudgment interest as part of a restitution award is permitted 
because restitution, unlike a fine, is intended to make a victim 
whole. Gordon , 393 F.3d at 1059 (quoting Patty , 992 F.2d at 1050); 
see also United States v. Rochester , 898 F.2d 971, 983 (5th Cir. 
1990) . As such, including interest in a restitution award 
compensates a victim for their inability to use their money for a 
"productive purpose." Gordon , 393 F.3d at 1059 (citing Davis , 43 
F.3d at 47 (3d Cir. 1994^ 

The defendant received his indemnity in October 2001. In that 
month, the prime rate, the interest rate charged to a bank's most 
credit-worthy customers, was 6 percent. Today, the rate is 3.25 
percent. This is the lowest rate between 2001 and 2011. Assuming 
an interest rate of 3.25 percent compounded annually, the 
restitution amount would increase to $289,050. 

In any event, the defendant has agreed to pay $400,000 to resolve a 
civil False Claims Act stemming from this case. The United States 
has no objection to whatever criminal restitution amount is ordered 
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3 . Sentencing Is the Appropriate Forum for Evidence of Loss. 

The issue of loss is purely one that affects sentencing in this 
case. Consequently, the government is not required to present any 
evidence on the matter at trial. See United States v. Booker , 543 
U.S. 220, 233 (2005) (holding that a sentencing court's reliance on 
judicially-determined facts to enhance a defendant's sentence does 
not violate the Sixth Amendment when the sentencing judge treats the 
guidelines as advisory); see also United States v. Lyons , 454 F.3d 
968, 973 (9th Cir. 2006) . Rather, such evidence may be proven to 
the applicable standard at the time of sentence. See Fed. R. Crim. 
P. 32; see also United States v. Jenkins , 633 F.3d 788 (9th Cir. 
2010) (analyzing loss calculation based upon evidence presented at a 
sentencing hearing) . 

DATED: June 29, 2011 Respectfully Submitted, 

BENJAMIN B. WAGNER 
United States Attorney 



By : /s/ Kyle Reardon 
KYLE REARDON 
MICHAEL A. ANDERSON 
Assistant U.S. Attorneys 



by the Court at sentencing being satisfied through payment of the 
civil settlement. 
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Total Actual Damages with Indemnities Paid. Administrative & Operating (A&Ol 
Expenses & Premium Subsidies Included: 3211.516 

2001 Lassen County - Stoney Creek Ranch: $90,570 (actual) 

2001 Contra Costa County - Torlai Farms & Greg Torlai: $99,020 (actual) 

2001 San Joaquin County - RBT Farms: $21,926 (actual) 
Total Attempted Damages (Cost Avoidance): $198.856 

2002 Lassen County - Stoney Creek Ranch: $124,532 (cost avoidance) - total 
liability on policy - no claim ever signed original acres reported 836.1 - AIP 
reduced acreage to 185.2) 

2005 Lassen County - Stoney Creek Ranch: $74,324 (cost avoidance) - 650 acres 
originally reported indemnity cost avoidance was based on acres reduced by AIP 
that were on claim form signed by defendant (485.8) - acres ultimately declared 
non-insurable. A&O and Premium Subsidy based on the 650.0 acres originally 
reported. 

total Damages Recap (Actual & Attempted): 5410.372 
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2001 Lassen County - Stoney Creek Ranch - CRC Wheat - 75% Coverage Level 

Indemnity: $75,177 
Premium Subsidy: $11,125 
A&O: $4,268 

Total Damages: $90,570 (ACTUAL) 

Premium Subsidy Calculation (Risk Premium - Producer Premium): 
Risk Premium: $20,227 
Producer Premium: $9,102 
Premium Subsidy: $11,125 

A&O Calculation (Risk Premium x A&O Percentage Rate): 
Risk Premium: $20,227 

A&O Expense Reimbursement Rate CRC 2001 Wheat: 21.1% 
Total A&O = $4,268 
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2001 Contra Costa County - Torlai Farms & Greg Torlai - CRC Wheat 75% 
Coverage Level 

Indemnity: $88,367 

Premium Subsidy: $7,699 

A&O: $2,954 

Total Damages: $99,020 (ACTUAL) 

*Premium Subsidy Calculation (Risk Premium - Producer Premium): 
Risk Premium: $13,999 
Producer Premium: $6,300 
Premium Subsidy: $7,699 

A&O Calculation (Risk Premium x A&O Percentage Rate): 
Risk Premium: $13,999 

A&O Expense Reimbursement Rate CRC 2001 Wheat: 21.1% 
Total A&O = $2,954 

*Premium Subsidy Calculation had to be based off of the 423.6 acres instead of 
the 543.0 acres actually indemnified because Greg Torlai was never charged 
premium for the 119.4 acres on the "ghost policy" generated by AmAg due to the 
transfer of right to indemnity. 

ATTACHMENT A (SUPPLEMENTAL) 
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2001 San Joaquin County - RBT Farms - APH Safflower - 75% Coverage Level 

Indemnity: $20,653 
Premium Subsidy: $881 
A&O: $392 

Total Damages: $21,926 (ACTUAL) 

Premium Subsidy Calculation (Risk Premium - Producer Premium): 
Risk Premium: $1,601 
Producer Premium: $720 
Premium Subsidy: $881 

A&O Calculation (Risk Premium x A&O Percentage Rate): 
Risk Premium: $1,601 

A&O Expense Reimbursement Rate APH 2001 Safflower: 24.5% 
Total A&O = $392 
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2002 Lassen County - Stoney Creek Ranch - CRC Wheat 75% Coverage Level 

Attempted - Cost Avoidance - Total Liability on the 836.1 acres originally reported 
was used as the cost avoidance figure: $124,532 

Total Damages: $124,532 (Attempted - Cost Avoidance) 

*No claim ever signed original acres reported 836.1 - AIP reduced acreage to 
185.2. 
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1998 Standard Reinsurance Agreement 
(Rev. 7/29/98) 

AMENDMENT NO. 1 TO THE 
1998 STANDARD REINSURANCE AGREEMENT 

The Standard Reinsurance Agreement between the Federal Crop Insurance Corporation and the 
undersigned Company is hereby amended for the 1999 and subsequent reinsurance years, as follows: 

(I) Section III A.2. is amended to read as follows: 

2 A&O subsidy for eligible crop insurance contracts will be determined as set forth below and 
will be paid to the Company on the monthly summary report after the Company submits, and 
FCIC accepts, the information needed to accurately establish the premium for such eligible 
crop insurance contracts. Notwithstanding the provisions of this section, under no 
circumstances will A&O subsidy be paid in excess of the amount authorized by statute. 

a. For any eligible CAT crop insurance contract, zero percent of net book premium. 

b. For eligible crop insurance contracts that provide coverage under GRP, 22.7 percent 
of the net book premium attributed to such eligible crop insurance contracts. 

c For revenue insurance plans that can increase liability whenever the market price at 
the time of harvest exceeds the market price at the time of planting, 21.1 percent of 
the net book premium attributed to such eligible crop insurance contracts; and 

d. For revenue insurance plans that can not increase liability whenever the market price 
at harvest exceeds the market price at the time of planting, 24.5 percent of the net 
book premium attributed to such eligible crop insurance contracts, not to exceed the 
amount that would have been paid had each eligible producer purchased limited or 
additional coverage under an insurance plan that insures loss of individual yield; and 

e. For all other eligible crop insurance contracts, 24.5 percent of the net book premium 
attributed to such eligible crop insurance contracts. 

(II) Section II1.B. is amended to read as follows: 

B. The Company shall remit to FCIC, in accordance with Manual 13, the following 
administrative fees collected from eligible producers: 



1. For CAT: 

a. Basic fee: the greater of S50 or 10 percent of the net book premium for each 
eligible crop insurance contract; and 

b. Additional fee: $10 for each eligible crop insurance contract. 

c. In the event the eligible producer is a limited resource farmer as defined in 7 
C.F.R. 400.651, the Company shall submit the required information to FCIC 
in accordance with Manual 13 and FCIC shall waive the appropriate fee on 
the monthly summary report. 

2. For limited coverage: 

a. $50 per eligible crop insurance contract not to m^j^ffi ff0$@$Em AL) 
$600 for all counties combined for each eligible producer. 
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b. In the event the eligible producer is a limited resource farmer as defined 7 
C.F.R. 400.651, the Company shall submit the required information to FCIC 
in accordance with Manual 13 and FCIC shall waive the appropriate fee on 
the monthly summary report. 

3. For additional coverage, an additional fee of $20 per eligible crop insurance contract. 

(III) Section IV is amended to read in its entirety as follows: 

FCIC will pay to the Company an amount equal to 1 1.0 percent of the total net book premium for 
eligible CAT crop insurance contracts. The loss adjustment expense specified in this section will be 
included in the monthly summary report containing the data obtained from acreage reports that have 
met the processing provisions specified in Manual 13. 

(IV) Section V.B.4. is amended to read as follows: 

4. Producer premiums and administrative fees collected by the company must be reported as 
follows: 

For. CAT crop insurance contracts, all administrative fees must be reported on the monthly 
summary report following the month containing the termination date. 

For all other crop insurance contracts, producer premiums and all administrative fees must be 
reported on the monthly summary report for the earlier of the month following the date of 
collection or the month following the month containing the billing date if uncollected. 

(V) Section V.B.9. and 10. are added to read as follows: 

9. Policyholders who do not pay administrative fees on or before the applicable termination date 
are ineligible because of indebtedness and the Company shall report such via the Ineligible 

. File Tracking System. Administrative fees payable by such policyholders will offset the total 
fees reported in accordance with Section V.B.4. Crop insurance contracts shall be reported 
as terminated for indebtedness effective for the crop year immediately following the 
termination date used to determine the policyholder's status of eligibility. 

10. If the Company terminates the policy due to the non-payment of administrative fees and 
reports such to FCIC through Ineligible Tracking System, FCIC will perform debt collection 
activities for administrative fees which are due from indebted policyholders. 
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The undersigned Company representative acknowledges that the Company's Board of Directors has 
authorized the Company to enter into this Amendment of the 1998 Standard Reinsurance Agreement. 

APPROVED AND ACCEPTED 
for 

FEDERAL CROP INSURANCE CORPORATION THE COMPANY 



Signature Signature 



Name Name 



Tide Title 



Date Date 
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2005 Lassen County - Stoney Creek Ranch - APH Wheat 75% Coverage Level 

Indemnity Cost Avoidance: $58,320 
Premium Subsidy: $11,086 
A&O: $4,918 

Total Damages: $74,324 (Attempted - Cost Avoidance) 

Indemnity Cost Avoidance 

485.8 (Reduced Acreage Amount determined by the Loss Adjustment Contractors) 
x 38.3 (per acre guarantee per APH that was in error) 
18,606.1 (Revised Unit Guarantee) 

485.8 (Reduced Acreage Amount determined by the Loss Adjustment Contractors) 
x 4.0 (Appraised Bushels per Acre) 
1943.2 (Total Production To Count) 
18,606.1 (Revised Unit Guarantee) 

- 1,943.2 (Production To Count) 
16,662.9 (Bushels Short of Unit Guarantee) 

x 3.50 (Price Election) 
$ 58,320 (Total Indemnity Cost Avoidance) 
Premium Subsidy Cost Avoidance 
$20,157 (Total Premium) 

- $9,071 (Producer Paid Premium) 

$11,086 (Total Premium Subsidy Cost Avoidance) 
A&O Subsidy Cost Avoidance 
$20,157 (Total Premium) 

x 24.4% (Expense Reimbursement Rate-2005 R.Y. Coverage Level at 75% or below) 

ATTACHMENT A (SUPPLEMENTAL) 

$4,918 (Total A&O Subsidy Cost Avoidance) 
Page 6 of 6 
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Total Cost Avoidance - Torlal Lassen County Wheat Poltcv #15882, 2005 C.Y. 

Indemnity Cost Avoidance 

485.8 (Reduced Acreage Amount determined by the Loss Adjustment Contractors) 
x!; 38.3 (per acre guarantee per APH that was in error) 
1 8,606. 1 (Revised Unit Guarantee) 

485.8 (Reduced Acreage Amount determined by the Loss Adjustment Contractors) 
x 4.Q (Appraised Bushels per Acre) 
1943.2 (Total Production To Count) 

18,606.1 (Revised Unit Guarantee) 

- 1.943.2 (Production To Count) 
16,662.9 (Bushels Short of Unit Guarantee) 

x 3.50 (Price Election) 

$ 58,320 (Total Indemnity Cost Avoidance) 

Premium Subsidy Cost Avoidance 

$20,157 (Total Premium) 

- $9.071 (Producer Paid Premium) 

$1 1 ,086 (Total Premium Subsidy Cost Avoidance) 



A&O Subsidy Cost Avoidance 

$20,157 (Total Premium) 

x 24.4% (Expense Reimbursement Rate-2005 R.Y. Coverage Level at 
$4,918 (Total A&O Subsidy Cost Avoidance) 



Total Cost Avoidance (Indemnity, A&O Subsidy, Premium Subsidy) 

$58,320 (Indemnity Cost Avoidance) 
+$1 1 ,086 (Premium Subsidy Cost Avoidance) 
+ 4.918 (A&O Subsidy Cost Avoidance) 

$74.324 (Total Cost Avoidance Amount) 
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Total Cost Avoidance - Torlal Lassen Cou ntv Wheat Policy #15882. 2005 C.Y, 
Indemnity Cost Avoidance 

485.8 (Reduced Acreage Amount determined by the Loss Adjustment Contractors) 
x' 38.3 (per acre guarantee per APH that was in error) 
18,606.1 (Revised Unit Guarantee) 

485.8 (Reduced Acreage Amount determined by the Loss Adjustment Contractors) 
x 4.0 (Appraised Bushels per Acre) 
1943.2 (Total Production To Count) 

18,606.1 (Revised Unit Guarantee) 

- 1.943.2 (Production To Count) 

1 6,662.9 (Bushels Short of Unit Guarantee) 
x 3.50 (Price Section) 
$ 58,320 (Totai Indemnity Cost Avoidance) 

Premium Subsidy Cost Avoidance 

$20,157 (Total Premium) 

- $9.071 (Producer Paid Premium) 

$11,086 (Total Premium Subsidy Cost Avoidance) 



A&O Subsidy Cost Avoidance 

$20,157 (Total Premium) 

x 24.4% (Expense Reimbursement Rate-2005 R.Y. Coverage Level at 75% or below) 
$4,918 (Total A8;0 Subsidy Cost Avoidance) 



Total Cost Avoidance (Indemnity, A&O Subsidy, Premium Subsidy) 

$58,320 (Indemnity Cost Avoidance) 
+$1 1 ,086 (Premium Subsidy Cost Avoidance) 
+ 4.91 8 ( A&O Subsidy Cost Avoidance) 

$74.324 (Total Cost Avoidance Amount) 



ATTACHMENT A (SUPPLEMENTAL) 

TORLAI-003097 



Case 2:08-cr-00329-JAM Document 122-1 Filed 06/29/1 1 Page 1 8 of 24 




TORLAI-003067 



Case 2:08-cr-00329-JAM Document 122-1 Filed 06/29/1 1 Page 19 of 24 



FROM :IKDA RMR SPECIRL 1HJ BR 




o '» r 

a a P 

8 S § 

A o 1 

8 s 6 



FrtX NO. :916-497-4489 ftift 0= 2005 07:1BRM P2 




ATTACHMENT A (SUPPLEMENTAL) 

TORLA1-0031I8 



Case 2:08-cr-00329-JAM Document 122-1 Filed 06/29/1 1 Page 20 of 24 




Case 2:08-cr-00329-JAM Document 1 22-1 



Filed 06/29/11 Page 21 of 24 




Case 2:08-cr-00329-JAM Document 122-1 Filed 06/29/1 1 Page 22 of 24 




ATTACHMENT A (SUPPLEMENTAL) 

TORLAI-002590 



Case 2:08-cr-00329-JAM Document 122-1 Filed 06/29/1 1 Page 23 of 24 



FINAL with technical corrections incorporated 

STANDARD REINSURANCE AGREEMENT 
between the 

FEDERAL CROP INSURANCE CORPORATION 
and the 



(Insurance Company Name) (Hereafter "Company") 
(City and State) 

This Agreement establishes the terms and conditions under which the Federal Crop Insurance 
Corporation (FCIC), supervised by the Risk Management Agency (RMA) as authorized in 
section 226A of the Federal Agriculture Improvement and Reform Act of 1 996, will provide 
subsidy and reinsurance on eligible crop insurance contracts sold by the Company. This 
Agreement is authorized by the Act and regulations of FCIC published at 7 C.F.R. chapter IV 
(regulations). 

This is a cooperative financial assistance agreement between FCIC and the Company to deliver 
eligible crop insurance contracts under the authority of the Act. For the purposes of this 
Agreement, use of the plural form of a word includes the singular and use of the singular form 
of a word includes the plural unless the context indicates otherwise. The Table of Contents and 
headings in this Agreement are descriptive only and have no legal effect on FCIC or the 
Company. 

This Agreement becomes effective upon its execution and the approval of the Company's Plan 
of Operations by FCIC for the applicable reinsurance year. 
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FINAL with technical corrections incorporated 

ii. For additional coverage eligible crop insurance contracts that provide coverage 
under a Group Risk Plan, or similar type of insurance plan: 

I. For the 2005 reinsurance year 22.6 percent, and for the 2006 and 
subsequent reinsurance years 22.4 percent, of the net book premium 
attributed to such eligible crop insurance contracts with coverage levels at 
75 percent or below; 

II. For the 2005 reinsurance year 21 .4 percent, and for the 2006 and 
subsequent reinsurance years 20. 1 percent, of the net book premium 
attributed to such eligible crop insurance contracts with coverage levels at 
80 percent; and 

III For the 2005 reinsurance year 21.1 percent, and for the 2006 and 
subsequent reinsurance years 1 9.4 percent, of the net book premium 
attributed to such eligible crop insurance contracts with coverage levels at 
85 percent or higher. 

iii. For additional coverage eligible crop insurance contracts that provide coverage 
under a revenue plan of insurance that can increase liability whenever the 
market price at the time of harvest exceeds the market price at the time of 
planting: 

1. For the 2005 reinsurance year 2 1 .0 percent, and for the 2006 and 
subsequent reinsurance years 20.8 percent, of the net book premium 
attributed to such eligible crop insurance contracts with coverage levels at 
75 percent or below; and 

- II. For the 2005 reinsurance year 1 9.9 percent, and for the 2006 and 

subsequent reinsurance years 18.7 percent, of the net book premium 
attributed to such eligible crop insurance contracts with coverage levels at 
80 percent; and 

III. For the 2005 reinsurance year 1 9.6, and for the 2006 and subsequent 
reinsurance years 1 8.1 percent, percent of the net book premium attributed 
to such eligible crop insurance contracts with coverage levels at 85 percent 
or higher. 

iv. For all other eligible crop insurance contracts: 

I. For the 2005 reinsurance year 24.4, and for the 2006 and subsequent 

reinsurance years 24.2 percent, percent of the net book premium attributed 
to such eligible crop insurance contracts with coverage levels at 75 percent 
or below; 
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